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Description 



A SYSTEM AND METHOD FOR USING 

CASH REBATES 

Field of Invention 

[0001] The present invention relates generally to spending cur- 
rency from a participant's cash rebate or rewards account 
from a financial instrument such as a charge card, and 
more particularly, to a system and method which allows a 
participant of a cash rebate or rewards program to facili- 
tate bids within a closed online auction. 
Background of Invention 

[0002] Traditional rewards (e.g., incentive award, frequency re- 
ward, etc.) programs have been around for years. Rewards 
programs are typically used to help businesses develop 
and maintain participant rewards and are used as market- 
ing tools to develop new clientele. A frequent flyer pro- 
gram is an example of a typical rewards program, where 
the more the participant uses a particular airline or group 
of affiliated airlines the more frequent flyer miles the par- 



ticipant earns. After accumulating frequent flyer miles, the 
participant may choose to redeem those miles for up- 
grades in service or free airline tickets. Various forms of 
these programs have developed over the years, ranging 
from programs such as "buy 9 get one free" punch cards 
to more sophisticated credit card rewards systems, where 
participants are awarded points or cash rebates for using 
a particular transaction card and/or by using a transaction 
card with particular merchants or vendors. As competition 
in various markets increased, companies sought ways to 
expand rewards programs to appeal to a broader cross- 
section of potential participants. One way this was accom- 
plished was by developing strategic partnerships and af- 
filiations with other business sectors. For example, hotel 
chains, airlines and rental car agencies developed rewards 
program partnerships and affiliations; credit and transac- 
tion card companies also joined in to promote a more 
comprehensive and appealing rewards program. These 
programs have been successful, but again were limited in 
that the rewards could only be redeemed within the net- 
work of companies in the rewards program affiliation or 
partnership. For example, U.S. Patent No. 5,937,391 ('391) 
owned by Fujitsu Limited; U.S. Patent Nos. 5,774,870 



('870) and 6,009,412 ('412) owned by Netcentives, Inc.; 
and U.S. Patent No. 5,025,372 ('372) owned by Meridian 
Enterprises (all of which are hereby incorporated by refer- 
ence) illustrate recent efforts to create more attractive re- 
wards systems. 

[0003] The '870 and '412 patents both relate to an online, inter- 
active frequency and award redemption program which 
immediately awards and issues bonus points to a user's 
awards account in response to that user's online purchase 
of merchandise. In other words, submission of a purchase 
order form during an online session results in the calcula- 
tion and addition of points to an enrolled user's account 
as well as the display of current account information. The 
user is then immediately permitted to redeem any or all of 
the award points in the user's account, including currently 
awarded points, in that same online session. This system 
is specifically directed to expediting the award and re- 
demption of points for product rather than cash rewards 
that can be used to bid on products or services in an on- 
line auction. Further, this invention is limited to redeem- 
ing points within a redemption network of merchants who 
accept points. 

[0004] The '372 patent generally relates to an incentive award 



program which allocates monetary amounts of credit 
based on a participant's performance of a designated level 
of achievement. The monetary amounts can be withheld 
and/or adjusted by a sponsoring company. Although this 
system allows for the crediting of a monetary value to a 
credit instrument, it is limited in that the participant is not 
able to interact over a computerized network with this 
system so as to effect a real-time transaction or to affect 
a real time credit to a credit instrument. 
[0005] Although many of these programs have been successful in 
developing participant rewards and incenting participants 
to act, they have presented participants with limited op- 
portunities to redeem rewards for the products of their 
choice or have provided participants with limited accessi- 
bility and control of their rewards account. Over the past 
several years, online auctions have become more of a 
standard for conducting online commerce. Market forces, 
as demonstrated by the success of online auctions such as 
eBay®, are looking toward the online auction format to 
purchase a wide variety of products, services, and experi- 
ences at the absolute lowest prices possible. Therefore, a 
need exists in this industry for a program that provides 
cash reward participants with an exclusive means to shop 



and redeem cash rewards toward the purchase of prod- 
ucts, services, and experiences at the lowest possible 
price within the format of an online auction, while offering 

real-time control of one's cash reward account. 
Summary of Invention 

[0006] | n general, the present invention overcomes the limita- 
tions and problems of the prior art by providing a system 
and method for facilitating a bid transaction over a com- 
puterized network using a rewards account balance from 
any type of cash rewards program. One exemplary em- 
bodiment of the present invention is directed to a method 
for allowing a participant to apply rewards to facilitate a 
bid in an online auction over a computerized network, 
such as the internet which includes the general steps of: 
(1) allowing a participant to use his or her participating 
charge card number which is associated with a rewards 
program to register for online auction membership, (2) al- 
lowing the participant to place a bid of a cash amount that 
is not in excess of his or her rewards account balance on 
an auction item; (3) determining the winning bid and in- 
voking a process to deduct the bid amount from the bal- 
ance of the rewards account associated with the partici- 
pant's designated charge card account; and (4) settling 



with the merchant for the cost of the auction item. 
[0007] An exemplary system and method of the present invention 
is generally described herein, in terms of a registration 
phase, an account maintenance phase, a transaction 
phase, and a transaction settlement phase. During the 
registration phase, a rewards program participant wishing 
to participate in an online auction enters identity and re- 
wards account information in order to validate the eligi- 
bility of the rewards program and verify the identity of the 
rewards program participant. For example, a rewards pro- 
gram participant enters information, such as the name of 
the participant and the credit card number and expiration 
date relating to the account for which the rewards pro- 
gram is affiliated, onto a web page. Additional information 
such as social security number, billing address, three- 
digit card verification code, PIN number, and the like may 
be used to verify the participant's identity. Upon entering 
and submitting the information, the data is compared to 
that of the account manager's database. When the data is 
verified, the participant is directed to a webpage which al- 
lows them to select a user name and password, both of 
which are used to enter the online auction. Finally, all of 
the information except the credit card number is trans- 



mitted to the auction system where it is maintained in or- 
der to facilitate auction bids. 

[0008] During the account management phase, the rewards sys- 
tem is queried for the rewards account balance as well as 
the reward account history. This information is presented 
to the participant through a webpage which is made ac- 
cessible to the participant upon logging onto the auction 
system and selecting a hyperlink to view rewards account 
details. Presenting this information enables an auction 
participant to verify his or her rewards account balance 
prior to entering an auction bid. A participant's cash re- 
wards balance may also be displayed within each webpage 
the participant visits after logging onto the auction. This 
is especially helpful for a participant who is simultane- 
ously participating in more than one auction because the 
balance is adjusted after the auction closes and the bid is 
processed to reflect an available bid balance. 

[0009] | n another embodiment of the present invention, the auc- 
tion participant may choose to add or remove additional 
participating rewards accounts in order to increase or de- 
crease the amount of cash rewards available for auction 
bid. For example, an online auction for redeeming cash 
rewards may include any number of account managers of- 



fering similar cash rewards programs to their participants. 
Various account manager participants may consist of any 
type of financial account provider who offers cash rewards 
as incentives and may include a variety of instruments 
such as credit cards, merchant cards, gas cards, gift 
cards, airline rewards, and the like. 

[0010] The account management phase further includes the pro- 
cess of presenting a history of the participant's auction 
activity after logging onto the auction system and select- 
ing an "auction history" hyperlink. The participant's ac- 
count history may include information such as dates and 
descriptions of items the participant has bid on, the cash 
rewards amount bid during each auction, winning bid 
amounts, current bid status, and the like. 

[0011] During the transaction phase, a rewards program partici- 
pant desiring to spend accumulated cash rewards gener- 
ally selects one or more items (products or services) to bid 
on from the online auction. The online auction may be run 
by, sponsored by or associated with the financial account 
manager. In an alternative embodiment, the online auction 
is a pre-existing online auction wherein the auction is not 
operated by the financial account manager. The partici- 
pant enters a bid amount and selects "Place Bid", thereby 



invoking a process to verify the bid amount. Before the 
bid transaction is allowed to go forward, the auction mid- 
dleware (which generally comprises software and/or hard- 
ware which allows two or more computing systems to ex- 
change data) queries the account manager to verify that 
sufficient cash rewards are available in the participant's 
rewards account. The auction middleware also queries the 
auction system to verify that the bid amount exceeds that 
of the highest bid and ensures that a minimum bid has 
been met. A charge authorization system is then accessed 
to compare the transaction details with account informa- 
tion stored in the participant's rewards account. 
[0012] when the auction closes at a time that is predetermined 
by either the auction system, account manager, merchant 
or participant, the auction middleware queries the auction 
system for the highest bid. If there is an auction winner, 
the system deducts the bid amount from the participant's 
rebate account. 

[0013] Additional exemplary embodiments relating to the trans- 
action phase contemplate, inter alia, (1) use of a tempo- 
rary account number ("secondary transaction number") in- 
stead of a physical transaction card number, (2) integra- 
tion of a third party redemption network, (3) integration 



with external cash rewards programs or commercial 
transaction networks, (4) transfer of cash rewards from 
one party to another, (5) transfer of cash rewards to dif- 
ferent transaction instruments, (6) consolidating rewards 
onto a single transaction account, or (7) facilitating use of 
the system by a minor by implementing a parent approval 
or notification system. 
[0014] Further, the transaction phase may occur over any com- 
puterized network via any suitable user interface system 
(e.g., internet, phone, wireless, POS terminal, etc.). As 
used herein, the term "computerized network" includes, 
but is not limited to any network implemented in the form 
of a wire-based network (including telephone and cable 
lines), or as a wireless network (including satellite or cel- 
lular networks). 

[0015] As with traditional purchases using transaction cards, the 
transaction card details (e.g., transaction card number, 
expiration date, etc) are provided to the merchant or 
shopping network system to complete the transaction. In 
the case of the online auction, this information is provided 
by the system querying the account manager for data re- 
lating to the rewards account and querying the auction 
system for data relating to the merchant. However, the 



present invention also contemplates an auction system 
where the participant is required to enter card information 
after winning an auction item in order to validate the 
transaction. In either situation, the merchant processes 
the transaction card number (and associated transaction 
details) for authorization and settlement is performed as it 
is generally done with routine transaction card purchases. 
[0016] During the transaction settlement phase, the accounts re- 
ceivable system reconciles the charge for the particular 
transaction with a credit from the participant's rewards 
account. In one embodiment, for each charge where the 
participant elected to pay with rewards points, there will 
be a corresponding and offsetting charge to the account. 
In another embodiment, there may be a credit on a partic- 
ipant's rewards account without a corresponding transac- 
tion charge, such as is the case with a gift certificate em- 
bodiment, where the rewards have been purchased in the 
form of a gift certificate; or stored on or downloaded to a 

stored value card or smart card. 
Brief Description of Drawings 

[0017] a more complete understanding of the present invention 
may be derived by referring to the detailed description 
and claims when considered in connection with the Fig- 



ures, wherein like reference numbers refer to similar ele- 
ments throughout the Figures, and: 
[0018] FIG. 1 is a flow chart illustrating the registration and log 
on steps within an exemplary embodiment of the present 
invention; 

[0019] FIG. 2 is a flow chart illustrating a more detailed view of 

the registration steps within an exemplary embodiment of 
the present invention; 

[0020] FIG. 3 is a flow chart illustrating an exemplary embodi- 
ment of the present invention where account information 
for the closed auction can be viewed and modified; 

[0021] FIG. 4 is a flow chart illustrating another embodiment of 
the present invention where participation by multiple re- 
wards program account managers is allowed; 

[0022] FIG. 5 is a flow chart illustrating the steps of placing a bid 
for an auction item within an exemplary embodiment of 
the present invention; and 

[0023] FIG. 6 is a flow chart illustrating the transaction settle- 
ment phase of an exemplary embodiment of the present 
invention where the participant's rewards account is deb- 
ited and the merchant account is credited. 
Detailed Description 

[0024] The detailed description of exemplary embodiments of 



the invention herein makes reference to the accompanying 
drawings, which show the exemplary embodiment by way 
of illustration and its best mode. While these exemplary 
embodiments are described in sufficient detail to enable 
those skilled in the art to practice the invention, it should 
be understood that other embodiments may be realized 
and that logical and mechanical changes may be made 
without departing from the spirit and scope of the inven- 
tion. Thus, the detailed description herein is presented for 
purposes of illustration only and not of limitation. For ex- 
ample, the steps recited in any of the method or process 
descriptions may be executed in any order and are not 
limited to the order presented. 
[0025] | n general, the present invention uniquely integrates a re- 
wards program and the financial transaction systems of a 
transaction account provider ("account manager") to more 
effectively use cash rewards to facilitate transactions 
within an online auction. Specifically, the system and 
methods described herein, allow a participant to utilize 
cash rewards (such as cash rewards to a participant in the 
American Express Blue Cash® Program) to facilitate bid- 
ding on items (products, services, experiences, etc.) 
within an auction, wherein the auction may be limited to 



members of the rewards program. This system not only 
provides a mechanism for redeeming cash rewards in an 
online auction, but it also comprises existing account 
manager settlement systems such as accounts receivable 
and accounts payable processes to facilitate transaction 
processing following a winning bid. 
[0026] The participant, as used throughout this application, 

should be understood to mean any individual, business, 
entity, software and/or hardware that desires to use any 
cash rewards account to facilitate a transaction as a result 
of a winning auction bid. The participant may also be 
known as, and occasionally referred to as, a "participant," 
"cardholder," "user," "cardmember," or the like. In an ex- 
emplary embodiment, although the participant may be an 
existing credit card holder, this is not required. Although 
the participant will generally be enrolled in a rewards pro- 
gram, such as the American Express Blue Cash® Program, 
and will have accumulated cash rewards, this is also not 
required. 

[0027] A n y rebate system may be incorporated into the present 
invention. In an exemplary rebate system, the rebate may 
be based upon the percentage of a transaction value, the 
percentage of multiple transactions, the number of trans- 



actions, the number of transactions at a certain merchant 
or group of merchants, a percentage of transaction values 
at a certain merchant or group of merchants, any algo- 
rithm or any other subset or multiple of transaction, de- 
mographic or other information. The rebate may be auto- 
matically issued as an annual statement credit. In this sys- 
tem, the rebate may be issued two months after the par- 
ticipant's individual anniversary date. In other embodi- 
ments, the rebate may be issued in real-time, after each 
applicable transaction, weekly, monthly or any other time 
period. Alternatively, the rebate may remain in a partici- 
pant's temporary account (or the dollar amount associated 
with the participant's account number) until the partici- 
pant enters data into a web page, sends an email or tele- 
phones a customer service representative to request that 
the rebate be applied to the participant's usable account. 
The participant may also be able to request a statement 
credit or a stored value card that can be used at any mer- 
chant or subset of merchants. In one embodiment, the re- 
quests are limited to at least $20, otherwise the partici- 
pant may request any whole dollar increment up to the 
maximum amount they have in their bank. 
[0028] As used herein, a "merchant "is any individual, business, 



entity, software and/or hardware that transacts with the 
participant through the online auction. The merchant may 
be a third party who interacts with the online auction or 
the account manager through an existing shopping gate- 
way, such as Amazon.com® orToysRus.com®. 
[0029] Transaction or transaction card numbers are account 

numbers that are used to facilitate a cash payment from 
one party to another. As used herein, a "transaction card", 
"account" or "account number" may include any device, 
code, number, letter, symbol, digital certificate, smart 
chip, digital signal, analog signal, biometric or other iden- 
tifier/indicia suitably configured to allow the consumer to 
access, interact with, or communicate with the system 
such as, for example, one or more of an authorization/ac- 
cess code, personal identification number (PIN), Internet 
code, other identification code, and/or the like which may 
optionally be located on or associated with a rewards 
card, charge card, credit card, debit card, prepaid card, 
telephone card, smart card, magnetic stripe card, bar code 
card, transponder, radio frequency card or an associated 
account. The account number may be distributed and 
stored in any form of plastic, electronic, magnetic, radio 
frequency, wireless, audio and/or optical device capable 



of transmitting or downloading data from itself to a sec- 
ond device. A participant account number may be, for ex- 
ample, a sixteen-digit credit card number, although each 
credit provider has its own numbering system, such as the 
fifteen-digit numbering system used by American Ex- 
press. Each company's credit card numbers comply with 
that company's standardized format such that the com- 
pany using a sixteen-digit format will generally use four 
spaced sets of numbers, as represented by the number 
"0000 0000 0000 0000". The first five to seven digits are 
reserved for processing purposes and identify the issuing 
bank, card type, etc. In this example, the last (sixteenth) 
digit is used as a sum check for the sixteen-digit number. 
The intermediary eight-to-ten digits are used to uniquely 
identify the participant. A merchant account number may 
be, for example, any number or alpha-numeric characters 
that identifies a particular merchant for purposes of card 
acceptance, account reconciliation, reporting, or the like. 
[0030] The account manager as defined herein includes any indi- 
vidual, business, group or affiliation of individuals, busi- 
nesses or other entities, software and/or hardware, that 
facilitates the financial transaction system processes of 
the present invention. The account manager may also be 



known as and occasionally referred to herein as "card 
provider," "card issuer," or the like. It should be appreci- 
ated that although the figures depict the auction middle- 
ware in communication with only one account manager 
system, the auction middleware could be in communica- 
tion with multiple account managers and a single account 
manager might comprise many sub-components, subsys- 
tems and/or a variety of business entities. 

[0031] The auction system as defined herein includes any indi- 
vidual, business, group or affiliation of individuals, busi- 
nesses or other entities, software and/or hardware, that 
facilitates an online auction. The auction may be open to 
account holders of participating account managers. The 
auction system includes an auction where transactions 
between the auction participant and the merchant are in 
the form of cash rewards provided by the participating ac- 
count manager(s). The auction system may also be used 
to describe the human and/or organizational entities fa- 
cilitating the auction as well as hardware and software de- 
vices and services used in that process. 

[0032] The rewards program may be any computer system for 
managing, tracking, and/or reporting rewards program 
information. As previously described, the traditional re- 



wards systems allow participants to accumulate points in 
a rewards program account and to then redeem points for 
merchandise. For example, the American Express Blue 
Cash® system allows participants to accumulate cash re- 
wards by using their transaction card (American Express® 
card) to make purchases or by shopping with affiliated 
merchants. The rewards program, as contemplated by the 
present invention, may be a stand-alone system or may 
be affiliated or integrated with other rewards programs or 
transaction networks. The component parts of an exem- 
plary rewards program generally include computer server 
and database systems for processing and storing rewards 
program account information. As depicted in FIGS. 2-6, 
the rewards program system may exist within the account 
manager's systems. Alternatively, the rewards program 
system may be a separate rewards program managed by a 
third party. 

[0033] For the sake of brevity, conventional data networking, ap- 
plication development and other functional aspects of the 
systems (and components of the individual operating 
components of the systems) may not be described in de- 
tail herein. Furthermore, the connecting lines shown in the 
various figures contained herein are intended to represent 



exemplary functional relationships and/or physical cou- 
plings between the various elements. It should be noted 
that many alternative or additional functional relationships 
or physical connections may be present in a practical sys- 
tem. 

[0034] The various system components discussed herein may in- 
clude one or more of the following: a host server or other 
computing systems including a processor for processing 
digital data; a memory coupled to the processor for stor- 
ing digital data; an input digitizer coupled to the proces- 
sor for inputting digital data; an application program 
stored in the memory and accessible by the processor for 
directing processing of digital data by the processor; a 
display device coupled to the processor and memory for 
displaying information derived from digital data processed 
by the processor; and a plurality of databases. Various 
databases used herein may include: client data; merchant 
data; financial institution data; and/or like data useful in 
the operation of the present invention. As those skilled in 
the art will appreciate, a user's or participant's computer 
may include an operating system (e.g., Windows NT, 
95/98/2000, OS2, UNIX, Linux, Solaris, MacOS, etc.) as 
well as various conventional support software and drivers 



typically associated with computers. The user or partici- 
pant computer can be in a home or business environment 
with access to a network. In an exemplary embodiment, 
access is through a network or the Internet through a 
commercially-available web-browser software package. 
[0035] As used herein, the term "network" shall include any elec- 
tronic communications means which incorporates both 
hardware and software components of such. Communica- 
tion among the parties in accordance with the present in- 
vention may be accomplished through any suitable com- 
munication channels, such as, for example, a telephone 
network, an extranet, an intranet, Internet, point of inter- 
action device (point of sale device, personal digital assis- 
tant, cellular phone, kiosk, etc.), online communications, 
off-line communications, wireless communications, 
transponder communications, local area network (LAN), 
wide area network (WAN), networked or linked devices 
and/or the like. Moreover, although the invention is fre- 
quently described herein as being implemented with TCP/ 
IP communications protocols, the invention may also be 
implemented using IPX, Appletalk, IP-6, NetBIOS, OSI or 
any number of existing or future protocols. If the network 
is in the nature of a public network, such as the Internet, 



it may be advantageous to presume the network to be in- 
secure and open to eavesdroppers. Specific information 
related to the protocols, standards, and application soft- 
ware utilized in connection with the Internet is generally 
known to those skilled in the art and, as such, need not be 
detailed herein. See, for example, Dilip Naik,"lnternet 
Standards and Protocols" (1998); "Java 2 Complete", vari- 
ous authors, (Sybex 1999); Deborah Ray and Eric Ray, 
"Mastering HTML 4.0" (1997); and Loshin, "TCP/IP Clearly 
Explained" (1997) and David Gourley and Brian Totty, 
"HTTP, The Definitive Guide" (2002), the contents of which 
are hereby incorporated by reference. 
[0036] The various system components may be independently, 
separately or collectively suitably coupled to the network 
via data links which include, for example, a connection to 
an Internet Service Provider (ISP) over the local loop as is 
typically used in connection with standard modem com- 
munication, a cable modem, Dish networks, an ISDN, a 
Digital Subscriber Line (DSL), or various wireless commu- 
nication methods. See, e.g., Gilbert Held, "Understanding 
Data Communications" (1996), hereby incorporated by 
reference. It is noted that the network may be imple- 
mented as other types of networks, such as an interactive 



television (ITV) network. Moreover, the system contem- 
plates the use, sale or distribution of any goods, services 
or information over any network having similar function- 
ality described herein. 

[0037] Any databases discussed herein may be any type of 

database, such as relational, hierarchical, graphical, ob- 
ject-oriented, and/or other database configurations. 
Common database products that may be used to imple- 
ment the databases include DB2 by IBM (White Plains, NY), 
various database products available from Oracle Corpora- 
tion (Redwood Shores, CA), Microsoft Access or Microsoft 
SQL Server by Microsoft Corporation (Redmond, Washing- 
ton), or any other suitable database product. Moreover, 
the databases may be organized in any suitable manner, 
for example, as data tables or lookup tables. Each record 
may be a single file, a series of files, a linked series of 
data fields or any other data structure. 

[0038] Any databases discussed herein may be any type of 

database, such as relational, hierarchical, graphical, ob- 
ject-oriented, and/or other database configurations. 
Common database products that may be used to imple- 
ment the databases include DB2 by IBM (White Plains, NY), 
various database products available from Oracle Corpora- 



tion (Redwood Shores, CA), Microsoft Access or Microsoft 
SQL Server by Microsoft Corporation (Redmond, Washing- 
ton), or any other suitable database product. Moreover, 
the databases may be organized in any suitable manner, 
for example, as data tables or lookup tables. Each record 
may be a single file, a series of files, a linked series of 
data fields or any other data structure. Association of cer- 
tain data may be accomplished through any desired data 
association technique such as those known or practiced in 
the art. For example, the association may be accom- 
plished either manually or automatically. Automatic asso- 
ciation techniques may include, for example, a database 
search, a database merge, GREP, AGREP, SQL, and/or the 
like. The association step may be accomplished by a 
database merge function, for example, using a "key field" 
in pre-selected databases or data sectors. 
[0039] More particularly, a "key field" partitions the database ac- 
cording to the high-level class of objects defined by the 
key field. For example, certain types of data may be des- 
ignated as a key field in a plurality of related data tables 
and the data tables may then be linked on the basis of the 
type of data in the key field. In this regard, the data corre- 
sponding to the key field in each of the linked data tables 



is preferably the same or of the same type. However, data 
tables having similar, though not identical, data in the key 
fields may also be linked by using AGREP, for example. In 
accordance with one aspect of the present invention, any 
suitable data storage technique may be utilized to store 
data without a standard format. Data sets may be stored 
using any suitable technique, including, for example, 
storing individual files using an ISO/IEC 7816-4 file struc- 
ture; implementing a domain whereby a dedicated file is 
selected that exposes one or more elementary files con- 
taining one or more data sets; using data sets stored in 
individual files using a hierarchical filing system; data sets 
stored as records in a single file (including compression, 
SQL accessible, hashed via one or more keys, numeric, al- 
phabetical by first tuple, etc.); block of binary (BLOB); 
stored as ungrouped data elements encoded using ISO/ 
IEC 7816-6 data elements; stored as ungrouped data ele- 
ments encoded using ISO/IEC Abstract Syntax Notation 
(ASN.l) as in ISO/IEC 8824 and 8825; and/or other pro- 
prietary techniques that may include fractal compression 
methods, image compression methods, etc. 
[0040] | n one exemplary embodiment, the ability to store a wide 
variety of information in different formats is facilitated by 



storing the information as a Block of Binary (BLOB). Thus, 
any binary information can be stored in a storage space 
associated with a data set. As discussed above, the binary 
information may be stored on the financial transaction in- 
strument or external to but affiliated with the financial 
transaction instrument. The BLOB method may store data 
sets as ungrouped data elements formatted as a block of 
binary via a fixed memory offset using either fixed stor- 
age allocation, circular queue techniques, or best prac- 
tices with respect to memory management (e.g., paged 
memory, least recently used, etc.). By using BLOB meth- 
ods, the ability to store various data sets that have differ- 
ent formats facilitates the storage of data associated with 
the financial transaction instrument by multiple and unre- 
lated owners of the data sets. For example, a first data set 
which may be stored may be provided by a first issuer, a 
second data set which may be stored may be provided by 
an unrelated second issuer, and yet a third data set which 
may be stored, may be provided by an third issuer unre- 
lated to the first and second issuer. Each of these three 
exemplary data sets may contain different information 
that is stored using different data storage formats and/or 
techniques. Further, each data set may contain subsets of 



data which also may be distinct from other subsets. 
[0041] As stated above, in various embodiments of the present 
invention, the data can be stored without regard to a 
common format. However, in one exemplary embodiment 
of the present invention, the data set (e.g., BLOB) may be 
annotated in a standard manner when provided for ma- 
nipulating the data onto the financial transaction instru- 
ment. The annotation may comprise a short header, 
trailer, or other appropriate indicator related to each data 
set that is configured to convey information useful in 
managing the various data sets. For example, the annota- 
tion may be called a "condition header", "header", "trailer", 
or "status", herein, and may comprise an indication of the 
status of the data set or may include an identifier corre- 
lated to a specific issuer or owner of the data. In one ex- 
ample, the first three bytes of each data set BLOB may be 
configured or configurable to indicate the status of that 
particular data set; e.g., LOADED, INITIALIZED, READY, 
BLOCKED, REMOVABLE, or DELETED. Subsequent bytes of 
data may be used to indicate for example, the identity of 
the issuer, user, transaction/membership account identi- 
fier or the like. Each of these condition annotations are 
further discussed herein. 



[0042] The data set annotation may also be used for other types 
of status information as well as various other purposes. 
For example, the data set annotation may include security 
information establishing access levels. The access levels 
may, for example, be configured to permit only certain in- 
dividuals, levels of employees, companies, or other enti- 
ties to access data sets, or to permit access to specific 
data sets based on the transaction, merchant, issuer, user 
or the like. Furthermore, the security information may re- 
strict/permit only certain actions such as accessing, mod- 
ifying, and/or deleting data sets. In one example, the data 
set annotation indicates that only the data set owner or 
the user are permitted to delete a data set, various identi- 
fied merchants are permitted to access the data set for 
reading, and others are altogether excluded from access- 
ing the data set. However, other access restriction param- 
eters may also be used allowing various entities to access 
a data set with various permission levels as appropriate. 

[0043] The data, including the header or trailer may be received 
by a stand alone interaction device configured to add, 
delete, modify, or augment the data in accordance with 
the header or trailer. As such, in one embodiment, the 
header or trailer is not stored on the transaction device 



along with the associated issuer-owned data but instead 
the appropriate action may be taken by providing to the 
transaction instrument user at the stand alone device, the 
appropriate option for the action to be taken. The present 
invention may contemplate a data storage arrangement 
wherein the header or trailer, or header or trailer history, 
of the data is stored on the transaction instrument in rela- 
tion to the appropriate data. 

[0044] one skilled in the art will also appreciate that, for security 
reasons, any databases, systems, devices, servers or other 
components of the present invention may consist of any 
combination thereof at a single location or at multiple lo- 
cations, wherein each database or system includes any of 
various suitable security features, such as firewalls, access 
codes, encryption, decryption, compression, decompres- 
sion, and/or the like. 

[0045] The computers discussed herein may provide a suitable 
website or other Internet-based graphical user interface 
which is accessible by users or participants. In one embod- 
iment, the Microsoft Internet Information Server (IIS), Mi- 
crosoft Transaction Server (MTS), and Microsoft SQL 
Server, are used in conjunction with the Microsoft operat- 
ing system, Microsoft NT web server software, a Microsoft 



SQL Server database system, and a Microsoft Commerce 
Server. Additionally, components such as Access or Mi- 
crosoft SQL Server, Oracle, Sybase, Informix MySQL, Inter- 
vase, etc., may be used to provide an Active Data Object 
(ADO) compliant database management system. 
[0046] Any of the communications, inputs, storage, databases or 
displays discussed herein may be facilitated through a 
website having web pages. The term "web page" as it is 
used herein is not meant to limit the type of documents 
and applications that might be used to interact with the 
user or participant. For example, a typical website might 
include, in addition to standard HTML documents, various 
forms, Java applets, JavaScript, active server pages (ASP), 
common gateway interface scripts (CGI), extensible 
markup language (XML), dynamic HTML, cascading style 
sheets (CSS), helper applications, plug-ins, and the like. A 
server may include a web service which receives a request 
from a web server, the request including a URL 
(http://yahoo.com/stockquotes/ge) and an IP address 
(123.56.789). The web server retrieves the appropriate 
web pages and sends the data or applications for the web 
pages to the IP address. Web services are applications 
which are capable of interacting with other applications 



over a communications means, such as the internet. Web 
services are typically based on standards or protocols 
such as XML, SOAP, WSDL and UDDI. Web services meth- 
ods are well known in the art, and are covered in many 
standard texts. See, e.g., Alex Nghiem, "IT Web Services: A 
Roadmap for the Enterprise" (2003), hereby incorporated 
herein by reference. 
[0047] The present invention may be described herein in terms of 
functional block components, screen shots, optional se- 
lections and various processing steps. It should be appre- 
ciated that such functional blocks may be realized by any 
number of hardware and/or software components config- 
ured to perform the specified functions. For example, the 
present invention may employ various integrated circuit 
components, e.g., memory elements, processing ele- 
ments, logic elements, look-up tables, and the like, which 
may carry out a variety of functions under the control of 
one or more microprocessors or other control devices. 
Similarly, the software elements of the present invention 
may be implemented with any programming or scripting 
language such as C, C++, Java, COBOL, assembler, PERL, 
Visual Basic, SQL Stored Procedures, extensible markup 
language (XML), with the various algorithms being imple- 



merited with any combination of data structures, objects, 
processes, routines or other programming elements. Fur- 
ther, it should be noted that the present invention may 
employ any number of conventional techniques for data 
transmission, signaling, data processing, network control, 
and the like. Still further, the invention could be used to 
detect or prevent security issues with a client-side script- 
ing language, such as JavaScript, VBScript or the like. For a 
basic introduction of cryptography and network security, 
the following may be helpful references: (1) "Applied 
Cryptography: Protocols, Algorithms, And Source Code In 
C," by Bruce Schneier, published by John Wiley & Sons 
(second edition, 1996); (2) "Java Cryptography" by 
Jonathan Knudson, published by O'Reilly & Associates 
(1998); (3) "Cryptography & Network Security: Principles & 
Practice" by William Stalling, published by Prentice Hall; all 
of which are hereby incorporated by reference. 
[0048] Each participant may be equipped with a computing de- 
vice in order to interact with the system and facilitate on- 
line commerce transactions. The participant has a com- 
puting unit in the form of a personal computer, although 
other types of computing units may be used including 
laptops, notebooks, hand held computers, set-top boxes, 



cellular telephones, touch-tone telephones and the like. 
The merchant has a computing unit implemented in the 
form of a computer-server, although other implementa- 
tions are contemplated by the invention. The system may 
include a computing center with a main frame computer. 
However, the computing center may be implemented in 
other forms, such as a mini-computer, a PC server, a net- 
work of computers located in the same or different geo- 
graphic locations, or the like. Moreover, the system con- 
templates the use, sale or distribution of any goods, ser- 
vices or information over any network having similar func- 
tionality described herein. 
[0049] The merchant computer and the account manager com- 
puter may be interconnected via a second network, re- 
ferred to as a payment network. The payment network, 
which may be part of certain transactions, represents ex- 
isting proprietary networks that presently accommodate 
transactions for credit cards, debit cards, and other types 
of financial/banking cards. The payment network is a 
closed network that is assumed to be secure from eaves- 
droppers. Exemplary transaction networks may include 
the American Express®, VisaNet® and the Veriphone® net- 
works. 



[0050] The electronic commerce system may be implemented at 
the participant and issuing bank. In an exemplary imple- 
mentation, the electronic commerce system is imple- 
mented as computer software modules loaded onto the 
participant computer and the banking computing center. 
The merchant computer may not require any additional 
software to participate in the online commerce transac- 
tions supported by the online commerce system. 

[0051] As will be appreciated by one of ordinary skill in the art, 
the present invention may be embodied as a method, a 
data processing system, a device for data processing, 
and/or a computer program product. Accordingly, the 
present invention may take the form of an entirely soft- 
ware embodiment, an entirely hardware embodiment, or 
an embodiment combining aspects of both software and 
hardware. Furthermore, the present invention may take 
the form of a computer program product on a computer- 
readable storage medium having computer-readable pro- 
gram code means embodied in the storage medium. Any 
suitable computer-readable storage medium may be uti- 
lized, including hard disks, CD-ROM, optical storage de- 
vices, magnetic storage devices, and/or the like. 

[0052] Th e present invention is described herein with reference 



to screen shots, block diagrams and flowchart illustrations 
of methods, apparatus (e.g., systems), and computer pro- 
gram products according to various aspects of the inven- 
tion. It will be understood that each functional block of 
the block diagrams and the flowchart illustrations, and 
combinations of functional blocks in the block diagrams 
and flowchart illustrations, respectively, can be imple- 
mented by computer program instructions. These com- 
puter program instructions may be loaded onto a general 
purpose computer, special purpose computer, or other 
programmable data processing apparatus to produce a 
machine, such that the instructions which execute on the 
computer or other programmable data processing appa- 
ratus create means for implementing the functions speci- 
fied in the flowchart block or blocks. 
[0053] These computer program instructions may also be stored 
in a computer-readable memory that can direct a com- 
puter or other programmable data processing apparatus 
to function in a particular manner, such that the instruc- 
tions stored in the computer-readable memory produce 
an article of manufacture including instruction means 
which implement the function specified in the flowchart 
block or blocks. The computer program instructions may 



also be loaded onto a computer or other programmable 
data processing apparatus to cause a series of operational 
steps to be performed on the computer or other pro- 
grammable apparatus to produce a computer-imple- 
mented process such that the instructions which execute 
on the computer or other programmable apparatus pro- 
vide steps for implementing the functions specified in the 
flowchart block or blocks. 
[0054] Accordingly, functional blocks of the block diagrams and 
flowchart illustrations support combinations of means for 
performing the specified functions, combinations of steps 
for performing the specified functions, and program in- 
struction means for performing the specified functions. It 
will also be understood that each functional block of the 
block diagrams and flowchart illustrations, and combina- 
tions of functional blocks in the block diagrams and 
flowchart illustrations, can be implemented by either spe- 
cial purpose hardware-based computer systems which 
perform the specified functions or steps, or suitable com- 
binations of special purpose hardware and computer in- 
structions. 

[0055] Benefits, other advantages, and solutions to problems 
have been described herein with regard to specific em- 



bodiments. However, the benefits, advantages, solutions 
to problems, and any element(s) that may cause any ben- 
efit, advantage, or solution to occur or become more pro- 
nounced are not to be construed as critical, required, or 
essential features or elements of any or all of the claims of 
the invention. As used herein, the terms "comprises", 
"comprising", or any other variation thereof, are intended 
to cover a non-exclusive inclusion, such that a process, 
method, article, or apparatus that comprises a list of ele- 
ments does not include only those elements but may in- 
clude other elements not expressly listed or inherent to 
such process, method, article, or apparatus. Further, no 
element described herein is required for the practice of 
the invention unless expressly described as "essential" or 
"critical". 

[0056] For more information on loyalty systems, transaction sys- 
tems, electronic commerce systems and digital wallet sys- 
tems, see, for example, U.S. Patent Application Serial No. 
09/836,213, filed on April 17, 2001 by inventors Voltmer, 
et al. and entitled "System And Method For Networked 
Loyalty Program"; U.S. Continuation-ln-Part Patent Appli- 
cation Serial No. 10/027,984 was filed on December 20, 
2001 by inventors Ariff, et al. and entitled "System And 



Method For Networked Loyalty Program"; U.S. Continua- 
tion-ln-Part Patent Application Serial No. 10/010,947 
filed on November 6, 2001 by inventors Haines, et al. and 
entitled "System And Method For Networked Loyalty Pro- 
gram"; U.S. Continuation-ln-Part Patent Application Serial 
No. 10/084,744 filed on February 26, 2002 by inventors 
Bishop, et al. and entitled "System And Method For Secur- 
ing Data Through A PDA Portal"; the Shop AMEX™ system 
disclosed in U.S. Patent Application Serial No. 60/230,190 
filed September 5, 2000; the MR as Currency™ and Loyalty 
Rewards Systems disclosed in U.S. Patent Application Se- 
rial No. 60/197,296 filed on April 14, 2000; U.S. Patent 
Application Serial No. 60/200,492 filed April 28, 2000; 
U.S. Patent Application Serial No. 60/201,114 filed May 2, 
2000; the digital wallet system disclosed in U.S. Patent 
Application Serial No. 09/652,899 filed August 31, 2000; 
the stored value card disclosed in U.S. Patent Application 
Serial No. 09/241,188 filed February 1, 1999; the system 
for facilitating transactions using secondary transaction 
numbers disclosed in U.S. Patent Application Serial No. 
09/800,461 filed March 7, 2001; and also in related U.S. 
Provisional Patent Application Serial No. 60/187,620 filed 
March 7, 2000; U.S. Provisional Patent Application Serial 



No. 60/200,625 filed April 28, 2000; and U.S. Provisional 
Patent Application Serial No. 60/213,323 filed May 22, 
2000, all of which are herein incorporated by reference. 

[0057] other examples of online membership reward systems are 
disclosed in Netcentives U.S. Patent No. 5,774,870, issued 
on June 30, 1998, and U.S. Patent No. 6,009,412, issued 
on December 29, 1999, both of which are hereby incorpo- 
rated by reference. 

[0058] Additional information relating to smart card and smart 
card reader payment technology is disclosed in Serial No. 
60/232,040, filed on September 12, 2000, and U.S. Patent 
Nos. 5,742,845; 5,898,838 and 5,905,908, owned by 
Datascape; which are hereby incorporated by reference. 

[0059] Referencing the online aspect of an exemplary embodi- 
ment of this invention, each participant is equipped with a 
computing system to facilitate online commerce transac- 
tions in the form of auction bids. The computing units 
may be connected with each other via a data communica- 
tion network. The network is a public network and as- 
sumed to be insecure and open to eavesdroppers. In the 
illustrated implementation, the network is embodied as 
the Internet. In this context, the computers may or may 
not be connected to the Internet at all times. For instance, 



the participant's computer may employ a modem to occa- 
sionally connect to the Internet, whereas the account 
manager's computing center might maintain a permanent 
connection to the Internet. It is noted that the network 
may be implemented as other types of networks, such as 
an interactive television (ITV) network. 

[0060] Additional online user interface embodiments for facilitat- 
ing transactions provide for: 

[0061] (i) the integration of the merchant website with the online 
auction website to provide a seamless environment and 
"look and feel" between the merchant's product descrip- 
tion web page and the account manager's "bid with re- 
wards" web page. 

[0062] (2) the use of an online digital wallet, as described in U.S. 
Serial No. 09/652,899 filed on August 31, 2000 
(incorporated herein by reference), where participant ac- 
count information is stored online and is integratable with 
the account manager features and the online merchant's 
payment features. In this embodiment an online wallet 
may be periodically loaded with rewards as a currency 
credit. The online wallet may or may not be associated 
with a participant's financial transaction account. 

[0063] The present invention is directed to a system and method 



for facilitating a bid transaction over a computerized net- 
work using a rewards account balance from any type of 
cash rewards program. The system and method generally 
include a registration phase, an account maintenance 
phase, a transaction phase, and a transaction settlement 
phase. These general phases are more particularly de- 
scribed below with reference to the various drawing fig- 
ures. 

[0064] Registration Phase: FIG. 1 is a flow chart illustrating the 
registration and log on steps that are carried out in one 
exemplary embodiment of the present invention. While 
the present invention may be applicable to open or closed 
systems, the following embodiment discloses a closed 
system. In order to participate in an auction limited only 
to members of one or more participating rewards pro- 
grams, the rewards program participant registers for 
membership to the closed auction. Upon entering the 
auction site 100 the participant is invited to register 105 
for membership to the online auction or to log on 110 to 
the on-line auction if the participant is already registered. 
If the participant elects to register for membership, the 
participant is presented with the terms and conditions 
125 of the closed auction and is then asked to accept 130 



those terms and conditions. If the participant does not 
agree to the terms and conditions 125 and therefore 
elects not to proceed with registration 135, the participant 
is directed back to the auction site entry point 100. If the 
participant agrees with the terms and conditions 125 and 
therefore elects to proceed with registration 135, the par- 
ticipant is presented with a registration form where the 
participant supplies information which may include the 
participant's financial transaction account information, 
social security number, address and other information 
used to validate the participant's identity and to facilitate 
auction participation using cash rewards from the partici- 
pant's cash rewards account. 
[0065] if a participating rewards participant is already registered, 
they are presented with a logon screen 110 where they are 
asked to enter a valid username and password. Auction 
middleware 140 is used to enable selection and verifica- 
tion of valid usernames and passwords for participating 
rewards participants and is explained in further detail with 
reference to FIG. 2. If a valid username and password are 
verified 115 then the rewards participant is allowed to en- 
ter auction 120. Conversely, if a valid username and pass- 
word are not verified 115, then the participant is returned 



to logon screen 110 and allowed to resubmit their user- 
name and password for verification. The system may also 
check the participant age to determine if the participant is 
a minor. If the participant is a minor, the system may re- 
quire additional information, verification, notification 
(e.g., page, phone call or email to parent) or other in- 
volvement by the parent or guardian. 
[0066] FIG. 2 is a flow chart illustrating a more detailed view of 
the registration steps involved in one exemplary embodi- 
ment of the present invention. An exemplary system of 
the present invention may comprise various subsystems 
and applications, some of which are part of the closed 
auction system 245, some of which are part of the finan- 
cial transaction account system or account manager 240, 
and some of which are used to facilitate interaction be- 
tween the auction system 245 and the account manager 
240 such as auction middleware 235. One object of the 
registration process is to obtain data from the participant 
to verify the participant's identity and the participant's eli- 
gibility. It is also an object of the registration process to 
use the participant's data to facilitate bids that are made 
by the participant for certain products or services by ap- 
plying a balance of the participants cash rewards as a bid 



against an auction item. As shown in the registration pro- 
cess depicted in FIG. 2, a participant is prompted to enter 
information 200 into a form which may include a qualify- 
ing credit card number along with other pertinent data 
used to validate the identity of the participant. Data en- 
tered into the form is transmitted to the auction middle- 
ware 235, which facilitates the transmission of data be- 
tween the auction system 245 and the financial transac- 
tion account system or account manager 240. Validity and 
accuracy of the data entered by the participant is verified 
by the account manager 240. If the data is found to be in- 
accurate or incomplete 205, the participant is again pre- 
sented with the registration data screen 200 to allow the 
participant an opportunity to re-enter the data. If the ac- 
count manager 240 verifies that the data is valid, the par- 
ticipant is presented with a screen for entering informa- 
tion such as the participant's email address, and the par- 
ticipant may also select an option to elect to receive infor- 
mation via email, or may select to receive other elective 
information useful to either the participant or account 
manager. Further, the participant will be presented with a 
screen 210 and required to choose a username and pass- 
word in order to enter the auction as a member. 



[0067] The system may then request that the participant select 
one or more auction systems. In one embodiment, the 
system may allow selection of certain auction systems 
based upon the status or level of the participant. In an- 
other embodiment, the system may pre-select certain 
auction systems for certain participants or groups of par- 
ticipants. In another embodiment, the system may select 
all available auction systems for each participant or any 
combination of the foregoing embodiments. 

[0068] The username and password are transmitted to the auc- 
tion middleware 235, which then transmits any needed 
data to the selected auction system 245. In other words, 
the auction middleware may register the participant in one 
or more auction system as if the participant entered the 
auction website directly. The middleware 235 also con- 
firms that the username and password are in an accept- 
able format and to ensure that the username and pass- 
word have not already been assigned to another partici- 
pant. If either the username or password is found to be in 
an unacceptable format, or if either is already assigned to 
a different participant upon verification 215, the partici- 
pant is directed back to screen 210 to select a different 
username and password. Upon validating the username 



and password, the participant will be presented with a 
web page 220 acknowledging success of the registration 
process and welcoming them to the auction. Alternatively, 
web page 220 may be the home page for auction partici- 
pants. 

[0069] From this point, the participant may choose to view ac- 
count details 235 which may include, but is not limited to, 
information such as a rewards account balance, an auction 
account history, and an offer to the participant to modify 
non-essential account data. The participant may also 
choose to enter an auction 230 to begin participating in 
the bidding process. 

[0070] Account Maintenance Phase: FIG. 3 is a flow chart illus- 
trating an exemplary embodiment of the present invention 
where account information for the auction can be viewed 
and modified. In this embodiment, the closed auction par- 
ticipant is able to view their rewards account balance and 
account history including their bid history and the rewards 
applied toward winning bids. The auction participant also 
has the ability to modify non-essential account data such 
as email address, mailing address, telephone numbers, 
election for email notifications from either the closed auc- 
tion site or the account manager, and the like. The partic- 



ipant may choose to view account details 310 through ei- 
ther the logon page 300 or immediately following regis- 
tration 305. The participant is presented with account op- 
tions through the account details page 310 including a 
rewards account balance 315, an auction account history 
320, and a page which allows the participant to modify 
auction account data 325. In the present embodiment of 
the invention, rewards account balance 315 is obtained by 
transmitting a request to the auction middleware 330, 
which queries the auction system 335 for the participant's 
rewards account data. The account data is then used by 
the auction middleware 330 to send a query to the ac- 
count manager 340. The participant's rewards account 
balance is then transmitted to the auction middleware 330 
and then to the participant's web browser page that re- 
cites rewards account balance 315. The participants ac- 
count history 320 presents information relating to the 
participant's closed auction activity and may include a 
complete history of bids, bid amounts, a description of 
each product or service where the participant placed a bid, 
auction status, bid status, winning and loosing bids, and 
the like. Account history 320 is obtained by sending a re- 
quest to the auction middleware 330, which queries the 



auction system 335. The data is then transmitted back 
through the auction middleware 330 and then to the par- 
ticipant's web browser page that recites account history 
320. In order for the participant to modify account infor- 
mation 325, the participant is presented with information, 
which may be modified and obtained by querying the auc- 
tion system 335 through the auction middleware 320. 
When the participant completes any modifications to the 
data and selects a hyperlink button to submit the 
changes, the data is transmitted to the auction middle- 
ware 330 where it is then transmitted to the auction sys- 
tem 335. 

[0071] FIG. 4 is a flow chart, which illustrates another exemplary 
embodiment of the present invention. As in FIG. 3, FIG 4 
illustrates how account information for the closed auction 
can be viewed and modified. However, it also illustrates a 
closed auction system where multiple account managers 
offering cash rewards programs can participate in the 
auction by allowing their rewards program participants to 
participate in the auction. In this embodiment, the partici- 
pant's rewards balance 415 is obtained by transmitting a 
request to the auction middleware 430, which then trans- 
mits a query to the auction system 435 for data to identify 



the rewards program participant as well as the identity of 
the rewards program. This information is then used by the 
auction middleware 430 to query the appropriate account 
manager 440 or 445. The participant's rewards account 
balance is then transmitted to the auction middleware 430 
and then to the participant's web browser page that re- 
cites the participant's reward balance 415. 

[0072] Transaction Phase: FIG. 5 is a flow chart illustrating the 
steps of placing a bid for an auction item in accordance 
with another exemplary embodiment of the present in- 
vention. The term "bid" is used herein to describe the pro- 
cess of offering a portion of a rewards account balance 
toward a product or service offered by a third party. 

[0073] | n the online auction, a participant may choose to place a 
bid 500 on an auction item. The ability to bid on an item 
may be restricted or limited by type of item, time period, 
level or status of the participant. For example, only gold 
account holders may bid on items greater than $1000 and 
they may only bid on weekdays after 5 p.m. The bid 
amount entered by the participant is then verified 505 by 
transmitting the bid amount to the auction middleware 
545 where the auction system 555 is queried to verify that 
the bid amount, for example, (1) exceeds that of the pre- 



vious high bid and (2) exceeds a minimum bid amount 
that may have been placed on the item by either the mer- 
chant or auction manager. If the bid is determined to be 
invalid 510 for failing to meet these requirements, the 
participant is again presented with an option to place a 
bid 500 where the participant may re-enter a bid amount. 
The bid amount is again verified as described above until 
the bid requirements are met. When the bid amount is de- 
termined to be valid 510, the participant's rewards ac- 
count balance is verified 515 by transmitting a request to 
the auction middleware 545. The auction middleware 545 
queries the account manager system 550 for the partici- 
pant's rewards account balance to verify that the bid 
amount falls within the rewards account balance 520. 
[0074] | n one embodiment, the participant's rebate balance may 
not be adjusted unless he or she wins the auction. Bid 
amounts may not be deducted from the rebate account or 
placed in any type of pending status. The participant may 
be able to bid up to the entire balance on multiple auc- 
tions. However, in one exemplary embodiment, the partic- 
ipant may only win the auction that closes with the partic- 
ipant as the highest bidder and processes the bid prior to 
the other auctions. 



[0075] | n an alternative embodiment, bid amounts may be de- 
ducted or placed in a pending status. During verification 
of the rewards account balance 515, the auction system 
555 is also queried in order to locate any pending bids in 
other auctions that the participant might have previously 
placed. If other pending bids are found, the sum of those 
bids may be deducted from the amount determined to be 
available for bid. For example, a participant might have a 
rewards account balance of $80.00 and has placed a bid 
in an auction in the amount of $60.00. If the same partici- 
pant then places a bid of $30.00 in another auction while 
the subsequent bid is pending, the new bid will be deter- 
mined to be outside of the available rewards balance in 
step 520. This step ensures that a participant has avail- 
able funds in their rewards balance to cover all of their 
posted bids. Therefore, if the originally placed bid amount 
or combined bid amount exceeds the amount of available 
rewards balance 520, the participant is again presented 
with an opportunity to place a bid 500 where he or she 
may choose to enter a lower bid. If the originally placed 
bid amount or combined bid amounts does fall within the 
rewards account balance in step 520, then the partici- 
pant's bid is transmitted to the auction system middle- 



ware 545, which then transmits the bid amount to the 
auction system 555 which then posts the bid 525. It is 
contemplated that the steps of validating the bid amount 
as well as validating the rewards account balance may be 
combined into a single step and does not necessarily need 
to be sequential as described above. 

[0076] At a time period determined by either the auction man- 
ager or merchant, the auction will close 530, and will no 
longer accept further bidding. The auction winner is de- 
termined 535 following auction close 530. To determine 
the winning bid, the auction middleware 545 queries the 
auction system 555 for the highest posted bid for the 
particular auction. This bid is then processed within the 
transaction settlement phase as illustrated in FIG. 6. 

[0077] Transaction Settlement Phase: FIG. 6 is a flow chart illus- 
trating the transaction settlement phase where the partic- 
ipant's rewards account is debited, the merchant charges 
the account manager for the auction item and the account 
manager settles with the merchant that supplied the auc- 
tion item. In an exemplary embodiment, the transaction 
settlement phase of the present invention is generally the 
same as traditional financial settlement systems and is 
well known in the bank and transaction card industry. As 



such, the present invention contemplates minimal adjust- 
ments to existing commercial transaction card processing 
systems. 

[0078] Referring back to FIG. 5, when a participant places a bid 
500 on an auction item, the auction middleware 545 
queries the account manager in order to verify that the 
bid amount is within the rewards account balance 520. 
The bid is posted 525 only after verification. Because a 
period of time will lapse from when the bid is verified until 
the transaction settlement phase, it is plausible for the 
participant to expend a balance of his or her rewards ac- 
count before the transaction and settlement phase. 
Therefore, referring to FIG. 6, there is a need to again ver- 
ify the auction winner's rewards account balance 600 by 
transmitting a request to the auction middleware 650. The 
auction middleware 650 queries the account manager 655 
to determine if the rewards account balance equals or ex- 
ceeds the original bid amount. If a sufficient balance does 
not exist in step 605, the auction middleware 650 queries 
the auction system 660 for the next highest bid 630. A 
verification request is then transmitted to the auction 
middleware 650 which then queries the auction system 
660 to determine if a minimum bid amount has been set 



for the auction item and if so, to ensure that the bid 
amount meets or exceeds the minimum. If the bid is de- 
termined to be invalid in step 640, there is no auction 
winner and there is no further activity at the transaction 
and settlement phase. If the bid is valid, the new auction 
winner's rewards account balance is verified 600 by send- 
ing a verification request to the auction middleware 650 
which then queries the account manager 665. If it is de- 
termined that the rewards account does not have a suffi- 
cient balance in step 605, then the process repeats to get 
the next highest bid 630. This process could be repeated 
until either a valid bid amount with sufficient rewards ac- 
count balance is found, or until it is determined that there 
is no auction winner. If there is no auction winner, this re- 
sult is posted to the website 630. 
[0079] After verifying that there is a sufficient balance 605 in the 
participants rewards account to pay the bid amount, a 
debit is committed to the participant's rewards account 
610 in the amount of the bid. The account manager's ac- 
counts payable is then credited 615 with this same 
amount. The account manager's accounts payable is then 
debited 620 in the amount of the participant's winning 
bid. The merchant charges the account manager for the 



item, then the account manager settles with the merchant. 
When the financial transaction is complete, the results of 
the auction are posted to the auction website 630. 
[0080] it should be understood, however, that the detailed de- 
scription and specific examples, indicating exemplary em- 
bodiments of the present invention, are given for pur- 
poses of illustration only and not as limitations. Many 
changes and modifications within the scope of the instant 
invention may be made without departing from the spirit 
thereof, and the invention includes all such modifications. 
Corresponding structures, materials, acts, and equivalents 
of all elements in the claims below are intended to include 
any structure, material, or acts for performing the func- 
tions in combination with other claim elements as specifi- 
cally claimed. The scope of the invention should be deter- 
mined by the appended claims and their legal equivalents, 
rather than by the examples given above. 



